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LETTER  OF  TRANSMITTAL 

The  Library  of  Congress, 
Congressional  Research  Service, 

Washington,  B.C.,  July  9,  1976. 

Hon.  Edmund  S.  Muskie, 

Chairman,  Subcommittee  on  Intergovernmental  Relations. 

Hon.  Lee  Metcalf, 

Chairman,  Subcommittee  on  Reports,  Accounting  and  Management, 
Committee  on  Government  Operations,  U.S.  Senate,  Washing- 
ton, D.C. 

Dear  Senators  Muskie  and  Metcalf:  Again  this  year  we  have 
completed  at  your  request  a  study  on  fuel  adjustment  clause  actions  in 
the  electric  and  gas  utility  industries.  I  am  pleased  to  transmit  the 
study  product  prepared  from  the  1975  data  provided  in  response  to 
your  questionnaire  to  the  State  regulatory  commissions.  Dr.  Douglas 
N.  Jones  and  Ms.  Angela  Lancaster  of  our  Economics  Division  com- 
piled and  analyzed  the  information  secured. 

I  trust  that  this  report  will  be  useful  to  your  legislative  activities. 

Yours  truly, 

Norman  Beckman,  Acting  Director. 

(V) 


INTRODUCTION 

(By  Sen.  Edmund  S.  Muskie  and  Sen.  Lee  Metcalf ) 

In  May,  1975  the  Government  Operations  Committee  published  a 
Congressional  Research  Service  (CRS)  analysis*  of  responses  by 
State  utility  regulatory  commissions  to  our  questionnaire  concerning 
electric  and  gas  utility  rate  increases.  That  survey  showed  that  elec- 
tric and  gas  utility  bills  had  increased  $9.6  billion  in  1974. 

This  enormous  increase  amounted  to  more  than  one  and  a  half  times 
as  much  as  all  utility  rate  increases  during  the  previous  quarter  of  a 
century.  Two-thirds  of  the  $9.6  billion  increase  was  attributable  to 
fuel  adjustment  clauses. 

No  government  or  private  organization  collects  all  the  State-by- 
State  rate  and  fuel  adjustment  clause  (FAC)  increases  covered  in  our 
survey.  So  last  December  we  sent  a  similar  questionnaire  to  the  com- 
missions. We  wanted  to  determine  whether  the  massive  increase  of 

1974  had  put  ratepayers  on  a  plateau  or  a  foothill. 

The  results  are  in.  They  show  that  utility  customers  are  being  hoisted 
upward  from  the  1974  ledge  toward  an  invisible  peak. 

Data  from  31  States,  extrapolated  by  CRS  to  all  50  States  and  the 
District  of  Columbia,  show  that  in  formal  rate  case  proceedings  utili- 
ties requested  one  third  more  in  1975  than  they  did  in  1974  ($6  billion 
versus  $4.5  billion.)  They  received  a  third  more  in  1975  than  in  1974 
($4.1  billion  versus  $3.1  billion.)   But  utilities  also  increased  their 

1975  revenue  by  more  than  twice  that  $4.1  billion  amount  through  fuel 
adjustment  clauses. 

CRS  computed  an  $8.5  billion  FAC  increase  in  1975,  two  billion 
dollars  more  than  in  the  previous  year.  Thus  the  total  of  rate  increases 
achieved  through  formal  regulatory  proceedings  and  FAC's  in  1975 
totalled  $12.6  billion,  which  is  $3  billion  more  than  the  comparable  1974 
figure. 

Of  the  $12.6  billion,  electric  utilities  received  $9.2  billion,  $3.3  bil- 
lion through  formal  rate  cases  and  $5.9  billion  through  FAC's.  Gas 
utilities  received  $3.4  billion,  $800  million  through  formal  rate  cases 
and  $2.6  billion  through  FAC's. 

The  massive  and  rising  fuel  adjustment  charges  need  emphasis. 
They  are  often  automatic  and  therefore  in  many  instances  they  escape 
regulatory  challenge.  Neither  the  utility  industry  nor  the  Federal- 
Power  Commission  reports  FAC  increases.  Instead  they  track  only 
those  increases  attributable  to  the  more  visible  formal  rate  cases. 

Congress  has  wisely  determined  not  to  approve  the  President's  pro- 
posed utility  "reform"  legislation  on  which  our  subcommittees  con- 
ducted joint  hearings.  (Title  VII  of  S.  594.)  That  bill  would  have, 
among  other  things,  mandated  Federal  and  State  commission  use  of 
fuel  adjustment  charges.  Strong  opposition  by  public  witnesses,  and 

*U.S.  Congress,  Senate,  Committee  on  Government  Operations.  "Electric  and  Gas 
Utility  Rate  and  Fuel  Adjustment  Clause  Increases,  1974,"  94th  Congress,  1st  Session, 
March  27,  1975. 
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State  regulators  speaking  through  the  National  Association  of  Reg- 
ulatory Utility  Commissioners,  helped  Congress  reject  that  proposal. 

However,  some  of  the  States  have  adopted  other  procedures  which 
lessen  their  own  powers  to  regulate  utility  charges  and  make  it  more 
difficult  for  protestants  to  counter  arguments  of  utilities.  The  presi- 
dent of  Edison  Electric  Institute,  the  electric  utility  trade  association, 
recently  noted  with  pleasure  the  adoption  in  33  States  of  "file  and  sus- 
pend" procedures  which  lead  to  rate  increases  before  hearings  are  com- 
pleted. The  Federal  Power  Commission  has  also  expedited  cases  at  the 
expense  of  adequate  adversary  proceedings.  The  continuing  high  rates 
of  return  on  equity  by  utilities,  and  the  record  rate  increases  docu- 
mented in  this  report,  suggest  utility  consumers  may  be  bearing  a  dis- 
proportionate share  of  the  increased  costs  of  energy. 

The  data  in  this  report,  as  in  the  similar  survey  published  in  1975, 
deal  with  utilities  regulated  by  State  commissions.  Most  of  them  are 
investor- owned  utilities  (IOU's).  Municipal  power  systems,  public 
utility  districts  and  privately  owned  rural  electric  cooperatives  are  not 
regulated  by  the  commissions  in  many  States.  Rate  increases  by  those 
systems  which  are  not  regulated  by  and  do  not  report  to  the  State  com- 
missions are  not  included  in  this  data.  These  excluded  systems  account 
for  about  one-fifth  of  the  retail  sales  of  electricity  and  6  percent  of  the 
retail  sales  of  natural  gas. 

One  of  the  heartening  findings  of  this  study  is  the  increased  concern 
about  use  of  fuel  adjustment  charges  in  a  number  of  States.  FAC's  are 
totally  disallowed  in  North  Carolina,  Oregon,  Utah,  Washington,  and 
Wyoming.  West  Virginia  has  disallowed  FAC's  for  electric  utilities. 
Nevada  refuses  to  permit  their  use  for  residential  customers.  Eight 
other  States  explicitly  require  commission  approval  before  fuel  ad- 
justment clauses  can  go  into  effect.  However,  only  five  States  reported 
that  audits  are  conducted  of  fuel  cost  procurement  and  fuel  adjustment 
clause  operation. 

State  commissions  also  appear  to  be  looking  more  closely  at  utility 
advertising,  and  applying  restraints  upon  payment  by  customers, 
through  rates,  of  advertising  and  sales  promotion  payments  other  than 
those  related  to  energy  conservation. 

The  94th  Congress  has  taken  a  modest  but  noteworthy  step  toward 
helping  utility  consumers  equalize  the  burden  of  increased  energy 
costs.  Section  205  of  Public  Law  No.  94-385,  the  Federal  Energy  Ex- 
tension Act,  includes  the  provision  inserted  by  the  Senate  Government 
Operations  Committee  which  authorizes  a  $2  million  grant  program 
for  establishment  and  operation  of  offices  of  consumer  services  to  assist 
consumers  in  their  presentations  before  utility  regulatory  commissions. 
This  concept  has  been  strongly  endorsed  by  consumers — and  as 
strongly  denounced  by  utilities — during  many  days  of  hearings  by 
our  subcommittees,  beginning  in  1969.  The  amount  of  money  author- 
ized in  H.R.  12169  for  consumer  representation  is  a  small  fraction  of 
the  amount  spent  on  rate  cases  by  utilities,  which  pass  these  costs  on 
to  the  consumers  who  are  often  unrepresented.  But  operation  of  the 
section  205  program — if  funded — can  provide  a  valuable  laboratory  in 
the  various  States,  and  a  mechanism  for  decreasing  the  inordinate  rate 
increase  requests  made  by  both  electric  and  gas  utilities. 
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ELECTRIC  AND  GAS  UTILITY  RATE  AND  FUEL  ADJUSTMENT 

CLAUSE  INCREASES,    197  5 


I.     Introduction 

The  operation  of  Automatic   Adjustment  Clauses  -  in  particular   the 

Fuel  Adjustment   Clause    (FAC)   -    continues   to   be   of   very   substantial 

interest   and   consequence    in   the  electric  power  industry.       Recall  that 

automatic  FACs  are  provisions  in  utility  company  rate  schedules  which 

allow  the   pass-through  to  rate  payers  without   commission  hearings  of 

changes     (typically  upward)   in   the   cost  of  fuel   from   suppliers        The 

counterpart  study   of    1974    data    revealed    that    some    $5,3    billion    in 

electric   FAC    charges  and  SI.  2  billion  in  gas  FAC  charges  were  added 

1/ 
to  consumer  power  bills  (37  jurisdictions  reporting  extrapolated  to  5  lTT 

It  was  thought  that  the  197  5  data  which  comprise  this  follov  -on  study 
might  well  reveal  a  plateau  to  FAC  increases  as  the  earlier  increases 
played  out,  prices  became  more  stable,  public  opposition  to  repeated 
increases  became  more  widespread  and  effective,  and  utility  com- 
panies moved  to  "roll    in"    fuel    charges    in    general    rate    schedules. 


1_/  Senate  Committee  on  Government  Operations  Committee  Print  dated 
March  27,  1975  entitled  "Electric  and  Gas  Utility  Rate  and  Fuel 
Adjustment  Clause  Increases,  1974,  "  by  Douglas  N.  Jones  and 
Susan  Dovell,  Congressional  Research  Service,  Library  of 
Congress. 
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Instead,  compilation  and  analysis  of  the  1975  data  (from  32  states 
similarly  extrapolated)  indicate  that  FAC  charges  increased  by  $°  bil- 
lion over  1974  while  general  rate  increases  granted  by  commissioners 
were  up  by  an  additional  $1.  0  billion  and  the  amount  of  pending  rate 
increases  barely  declined.  Several  other  regulatory  issues  are  also 
treated  in  this  report.  The  detailed  data  compiled  from  responses  to 
the  1975   questionnaire  appear  as  working   Tables   V-X  in   Appendix  B. 

In  December    197  5   Chairmen   Muskie   and   Metcalf  of  the   Subcom- 
mittee on    Intergovernmental   Relations    and  Subcommittee  on   Reports, 
Accounting   and    Management,     respectively,   of  the   Senate    Government 
Operations    Committee  sent   a  joint  letter  to   the  state  regulatory  com- 
missions with  an  accompanying  questionnaire  (Appendix  A) 

In  order  to  make  the  response  data  comparable  the  questionnaire 
retained  basically  the  same  design  as  that  of  the  previous  year,  re- 
questing state-by-state  and  company-by-company  data  on  electric  and 
gas  rate  increases  granted,  pending,  and  occasioned  by  automatic  fuel 
adjustment  clauses  for  1975.  Three  questions  were  added  per- 
taining to  the  "folding  in"  of  FAC  charges  into  the  basic  rates;  other 
responses  of  commissions  to  criticism  arising  from  the  operations 
of  FACs;  and  commission  policy  regarding  the  treatment  of  adver- 
tising and  sales  promotion  expenses  and  dues  to  trade  organizations. 
By    June      15      thirty-five    responses  were  received  (as  against  37  last 
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1/ 

year)  of    which   31     were   usable    for  purposes   of    analysis.  Taken 

together  with   the    1974   study  the  present   study  provides  a  three-year 
view  (   973-1975)  of  this   aspect  of  the  post   oil   embargo  period  in  the 
energy  industry. 
II.     Summary  and    Interpretation  of   Responses    -    Questions    I,     II,     III 

Table  I  presents  a  summary  of  electric  utility  general  rate 
increases  granted  and  pending  by  31  states  responding.  Of  the  $3 
billion  requested,  almost  $°  billion  was  granted  in  197  5.  Another 
$2.  686  billion  was  pending  at  the  end  of  the  year,  and  if  the  same 
ratio  of  granted  to  requested  were  to  obtain  (?/3),  the  total  electric 
increases  atttibutable  to  1975  applications  would  be  $3.  77  billion 
($1.  981  billion  +  2/3  x  $2.  686  billion). 

Comparing  these  several  figures  with  the  1974  findings,  one  sees 
the  pending  amounts  to  be  about  the  same  ($2.  686  billion  vs.  $2.  647 
billion);  the  amount  requested  in  1975  some  28  percent  greater  ($3.  007 
billion  vs_.  $2.  352  billion);  and  the  amount  granted  some  $300  million 
more  ($1.  981  billion  vs.  $1,681  billion).  The  ratio  of  granted  to 
requested  was  the  same  in  both  years. 

Table  II  contains  a  summary  of  gas  utility  general  rate  increases 
granted  and  pending  for  1975.     Of  the  $740  million  requested,    $484  mil- 


1_/  The  3  5  states  responding  to  the  197  5  questionnaire  were  not  all 
represented  in  the  1974  counterpart  study  -  there  were  some  addi- 
tions and  some  subtractions  to  the  list.  A  67  percent  response 
is,  of  course,  an  entirely  respectable  statistical  return.  The  rea- 
son that  the  number  of  responses  used  differs  from  table  to  table 
(in  some  instances)  is  that  state  commissions  often  answered  some 
questions  but  not  others. 
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SUMMARY  TABLE  I 

ELECTRIC  UTILITY  GENERAL  RATE  INCREASES  GRANTED  AND  PENDING 
SINCE  DEC.  31,  1974  BY  STATES  RESPONDING 
(in  thousands  of  dollars) 


Amount 

Amount 

Amount 

State 

Requested 

Granted 

Pending 

Alaska  1/ 

Arizona 

$  67,818 

$  67,818 

$  21,212 

California 

586,935 

265,607 

666,375 

Colorado 

50,880 

36,972 

3,254 

District  of  Columbia  1/ 

Florida 

274,439 

177,315 

— 

Georgia 

311,675 

119,918 

— 

Hawaii 

2,663 

1,949 

6,264 

Idaho 

9,413 

8,487 

34,748 

Illinois 

288,520 

251,435 

86,372 

Indiana  2/ 

Iowa 

32,623 

32,093 

44,456 

Kansas 

33,507 

21,558 

17,767 

Louisiana 

1,130 

716 

— 

Maine 

12,598 

10,696 

21,700 

Michigan 

179,329 

162,424 

300,216 

Mississippi 

— 

— 

42,950 

Missouri 

34,318 

23,187 

131,365 

Montana 

— 

— 

20,798 

Nebraska  3/ 

Nevada 

73,063 

40,045 

27,041 

New  Hampshire 

10,141 

22,606  4/ 

— 

New  Jersey 

291,861 

62,269 

174,030 

New  Mexico 

3,900 

1,853 

— 

New  York 

257,358 

233,583 

778,037 

North  Carolina 

185,298 

173,707 

81,780 

North  Dakota 

15,128 

9,264 

— 

Oregon 

53,720 

53,720 

36,217 

South  Carolina 

53,058 

43,130 

72,826 

South  Dakota  2/ 

23,010 

21,834 

— 

Utah 

Virginia 

181,199 

123,743 

— 

Washington 

6,264 

5,491 

177 

West  Virginia 

11,036 

2,876 

78,783 

Wisconsin 

7,758 

6,239 

35,669 

Wyoming 

785 

729 

222 

Total 

$3,007,417 

$1,980,548 

$2,686,259 

1/  Unavailable  for  inclusion. 

2/  No  response  to  this  question, 

3/  Not  regulated. 

4/  Includes  recoupment. 


SOURCE: 


Appendix  Tables  B-V  and  B-VI . 
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SUMMARY  TABLE  II 

GAS  UTILITY  GENERAL  RATE  INCREASES  GRANTED  AND  PENDING 
SINCE  DEC.  31,  1974  BY  STATES  RESPONDING 
(in  thousands  of  dollars) 


Amount 

Amount 

Amount 

State 

Requested 

Granted 

Pending 

Alaska  1/ 

Arizona 

$   1,649 

$   1,649 

$     711 

California 

107,640 

86,050 

153,961 

Colorado 

5,529 

3,893 

4,400 

District  of  Columb 

ia  1/ 

Florida 

7,118 

4,520 

— 

Georgia 

— 

-- 

— 

Hawaii 

3,727 

2,450 

— 

Idaho 

643 

643 

— 

Illinois 

25,243 

24,317 

80,785 

Indiana  2/ 

Iowa 

4,335 

3,295 

11,749 

Kansas 

14,214 

7,535 

12,830 

Louisiana 

468 

275 

— 

Maine 

— 

— 

57 

Michigan 

125,019 

60,837 

— 

Mississippi 

— 

— 

4,000 

Missouri 

5,550 

3,902 

14,744 

Montana 

229 

180 

31,900 

Nebraska  3/ 

Nevada 

38,137 

19,559 

718 

New  Hampshire 

1,200 

816 

1,093 

New  Jersey 

106,265 

— 

9,027 

New  Mexico 

9,317 

-- 

— 

New  York 

135,959 

89,374 

106,582 

North  Carolina 

5,952 

.  4,817 

— 

North  Dakota 

4,291 

4,291 

81 

Oregon 

4,100 

3,605 

1,766 

South  Carolina 

— 

— 

— 

South  Dakota  2/ 

Utah 

36,137 

31,689 

— 

Virginia 

6,784 

4,562 

2,618 

Washington 

84,784 

81,535 

3,760 

West  Virginia 

4,903 

4,644 

43,355 

Wisconsin 

2,513 

2,232 

3,680 

Wyoming 

Total 

3,979 
$  739,688 

2,618 
S  484,418 

~ 

$487,817 

1/   Unavailable  for  inclusion. 
2/      No  response  to  this  question, 
3/   Not  regulated. 


SOURCE:   Appendix   Tables  B-V  and  B-VI 
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lion  was  granted  (6  5  percent).  An  almost  identical  amount  was  pending 
on  Dec.  31,  1975--$488  million.  If  the  granted/ requested  ratio 
continued,  the  final  total  for  gas  increases  attributable  to  197  5  filings 
would  be  $801  million  ($484  million  +  .  65  x  $488  million). 

Again  comparing  these  gas  utility  figures  with  the  1974  results, 
it  is  found  that  the  total  amount  requested  in  1975  was  up  10  percent 
($740  million  vs_.  $672  million);  the  amount  granted  was  down 
4  percent  ($484  million  yjs.  $505  million);  and  the  amount  pending 
was  half  as  much  at  the  end  of  1975  ($487  million  y_s_  $979  million) 
The  ratio  of  granted  to  requested  was  75  percent  in  1974,  but  65 
percent  in  1975. 

Summing  the  electric  and  gas  utility  general  rate  increases  re- 
sults in  1975  totals  of  $3.  747  billion  requested;  $2. 465  billion 
granted;  and  $3.  174  billion  pending.  Clearly,  the  general  increases 
ratepayers  experienced  in  1974  were  not  of  the  "one  shot"  variety, 
as  the  35  states  responding  to  the  1975  questionnaire  reported  the 
same  amount  granted  as  did  37  states  in  1974. 

Table  III  displays  electric  utility  rate  increases  through  the  opera- 
tion of  fuel  adjustment  clauses  for  1973,  1974  and  1975.  Note  that 
FAC  revenue,  having  almost  tripled  from  1973  to  1974  ($2.  95  billion  vs. 
$1.  07  billion),  rose  by  another  23.  4  percent  for  1975  over  1974  ($3.  84 
billion  vs.  $2.  95  billion).  Further,  FAC  revenues  which  made  up  6 
percent  of  total  electric  utility  revenues  in  1973  had  grown  to  16.  5 
percent    of  the   total  in    1975    (Column   5).     The   median  was   also    16.  5 
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SUMMARY  TABLE  III 


ELECTRIC  UTILITY  RATE  INCREASES  THROUGH  THE  OPERATION  OF 
FUEL  ADJUSTMENT  CLAUSES, BY  STATES  RESPONDING— 1973 ,  1974,  and  1975 
(dollar  figures  in  thousands) 


(\) 

(2) 

(35 

(4) 

(5) 

(6) 

1975  FAC 

Percent  Increase 

Total 

Revenues  as 

(De< 

:rease)  of 

Electric 

FAC 

FAC 

FAC 

a  Percent  of 

1975  FAC  Reve- 

Revenue, 

Revenue , 

Revenue  , 

Revenue , 

1975  Total 

nues  over  1974 

State 

1975 

1975 

1974 

1973 

Revenues 

FAC 

Revenues 

Alaska 

NA 

S  3,027 

1/      794 

-0- 



181.2  X 

Arizona  2/ 

Arkansas 

NA 

California 

$  3,402,374 

60,78  7 

$  585,975 

$149,020 

l.ex 

(89.6) 

Colorado 

373,850 

21,236 

19,063 

5,187 

5.7 

11.4 

Connecticut 

47,598 

District  of 

Columbia 

2,555 

Florida 

2,085,933 

308,042 

388,088 

64,809 

14.8 

(20.6) 

Georgia 

1,132,078 

283,841 

169,644 

122,203 

25.1 

67.3 

Havai  i 

385,554 

51,623 

18,339 

13.4 

181.5 

Idaho 

— 

— 

10,093 

-0- 

— 

— 

Illinois 

139,334 

Indiana 

15,019 

Iowa 

467,651 

48,155 

3/   33,914 

NA 

10.3 

42.0 

Kansas 

2/ 

NA 

17,838 

22,913 



— 

Louisiana 

585,442 

73,995 

63,638 

— 

12.6 

16.3 

Maine 

2,000 

30.0  4/ 

— 

Maryland 

32,934 

Massachusetts 

NA 

Michigan 

1,861,568 

309,082 

196,524 

24,421 

16.6 

57.3 

Mississippi 

289,789 

69,578 

59,865 

31,170 

24.0 

16.2 

Missouri 

863,111 

75,587 

9,238 

8.8 

718.2  , 

Montana 

11,988 

-0- 

— 

Nebraska  5/ 

Nevada  6/ 

New  Hampshire 

684 

NA 

NA 

— 

— 

New  Jersey 

1,853,244 

605,513 

578,212 

186,375 

32.7 

14.6 

New  Mexico  2/ 

NA 

New  York 

4,245,984 

940,144 

155,471 

86,042 

22.1 

504.7 

North  Carolina 

1,673,610 

154,560 

130,670 

-0- 

9.2 

18.3 

North  Dakota 

NA 

948 

1,943 

— 

(51.2) 

Oregon  7/ 

Pennsylvania 

110,919 

South  Carolina 

1,824,517 

378,297 

227,055 

-0- 

20.7 

66.6 

South  Dakota  2/ 

Tennessee 

618 

Utah  y 

10 

Virginia 

1,023,124 

232,159 

207,702 

NA 

22.7 

11.8 

Washington  7/ 

West  Virginia 

17,809 

Wisconsin 

23,526 

66,849 

8,012 

— 

(64.8) 

Wyoming 

2,636 
8/S3, 643,420 

~ 

_  7/ 

$  1,068,948 

16.5  * 

~ 

Total 

$22,067,829 

$  2,952,903 

23.41 

NA  -  Not  available. 

_1/  First  nine  raontns  extrapolated  to  year. 

II  No  response  to  this  question. 

5/  Includes  some  "roll  ine". 

4/  No  dollar  amounts  provided. 

5/  Not  regulated. 

6/  No  FAC  for  residential — no  other  response. 

7/  No  FAC. 

8/  Total  revenues  for  1973  were  $17,554,839,000. 


SOURCE:   Appendix  Table  B-VII. 


CRS  -  8 

percent.  Of  the  states  responding,  the  range  of  FAC  revenue  to  total 
revenue  was  a  low  of  1.8  percent  in  California  to  a  high  of  32  7 
in  New  Jersey.  Changes  in  1975  FAC  revenue  over  1974  FAC  revenue 
varied  greatly  with  Missouri  (718  percent),  New  York  (505  percent), 
Hawaii  (182  percent),  and  Alaska  (181  percent)  at  the  high  end  of 
increases,  and  California  (-90  percent),  Wisconsin  (-65  percent), 
North  Dakota  (  -  51  percent),  and  Florida  (-21  percent)  reporting 
decreases  (Column  6). 

Table  IV  presents  similar  FAC  data  for  gas  utilities.  With  27 
states  responding,  the  1975  FAC  revenues  were  over  three  times  the 
reported  1974  FAC  revenues  (twice  that  reported  by  the  37  states  in 
the  1974  study).  FAC  gas  revenues  as  a  percent  of  total  revenue 
ranged  from  lows  of  5.  5  percent  in  Hawaii  and  8.  5  percent  in 
Virginia  to  highs  of  39  percent  in  Montana  and  89  percent  in  California 
(Column  5).  The  ten  states  responding  with  data  which  allowed  calcu- 
lation of  the  1975  FAC  revenue  change  over  1974  presented  a  range 
of  a  28  percent  decrease  in  the  case  of  Idaho  to  increase  of  646  percent 
(North  Dakota),  187  percent  (West  Virginia),  171  percent  (Virginia) 
168  percent  (Montana),  92  percent  (California),  82  percent  (New 
Jersey)  --  see  Column  6. 

The  important  question  of  the  extent  to  which  fuel  associated  rate 
increases  have  been  "rolled  in"  power  rates  as  general  rate  increases 
through  changing  the  fuel  cost  component  in  utility  rate  schedules 
is  treated  in  a  following  section  (infra,   p     13). 
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SUMMARY  TABLE  IV 

GAS  UTILITY  RATE  INCREASES  THROUGH  THE  OPERATION  OF 
FUEL  ADJUSTMENT  CLAUSES,  BY  STATES  RESPONDING— 1973 ,  1974,  and  1975 
(dollar  figures  in  thousands) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1975  FAC 
Revenues  as 

Percent  Increase 
(Decrease)  of 

Total  Gas 

FAC 

FAC 

FAC 

a  Percent  of 

1975  FAC 

Revenue  , 

Revenue  , 

Revenue , 

Revenue , 

1975  Total 

Revenues  over 

State 

1975 

1975 

1974 

1973 

Revenues 

1974  FAC  Revenues 

Alaska 

NA 

-0- 

-0- 

-0- 

Arizona  1/ 

Arkansas 

NA 

California 

$621,061 

$550,090 

$287,192 

$137,874 

88.62 

91. 5Z 

Colorado 

1/ 

34,405* 

y 

-0- 

Connecticut 

172 

District  of  Columb 

ia 

362 

Florida 

62,195 

8,010 

8,078 

-0- 

12.9 

(0.8) 

Georgia 

— 

-0- 

-0- 

-0- 

Hawaii 

22,679 

1,258 

NA 

5.5 

NA 

Idaho 

81,488 

7,276 

10,093 

-0- 

8.9 

(27.9) 

Illinois 

290,766 

y 

126,477 

— 

— 

Indiana 

-0- 

Iowa 

270,135 

84 ,  84 1 

48,652 

NA 

31.4 

74.4 

Kansas 

NA 

NA 

-0- 

-0- 

Maine 

237 

23.0  11 

Maryland 

7,211 

Massachusetts 

NA 

Michigan 

— 

-0- 

13,932 

Mississippi 

— 

— 

-0- 

-0- 

Missouri 

— 

— 

Montana 

81,611 

32,151 

11,988 

-0- 

39.4 

168.2 

Nevada  3/ 

New  Hampshire 

— 

— 

-0- 

New  Jersey 

599,857 

166,696 

91,391 

58,729 

27.8 

82.4 

New  Mexico  1/ 

NA 

New  York 

— 

261,138 

-0- 

75,509 

— 

— 

North  Carolina 

— 

— 

-0- 

-0- 

North  Dakota 

NA 

5,301 

711 

— 

645.6 

Oregon  4/ 

-0- 

Pennsylvania 

65,255 

South  Carolina 

— 

— 

-0- 

-0- 

South  Dakota  1/ 

Tennessee 

-0- 

Utah 

— 

-0- 

Virginia 

317,768 

27,113 

9,995 

NA 

8.5 

171.3 

Washington  4/ 

West  Virginia 

— 

13,644 

4,750 

-0- 

— 

187.2 

Wisconsin 

— 

130,118 

21,001 

18,186 

Wyoming 

7,766 
1,621,583 

— 

_  V_ 
503,854 

— 

Total 

2,056,794 

493,841 

NA  -  Not  available. 

y  No  response  to  this  question. 

2/  No  dollar  amounts  provided. 

3/  No  FAC  for  residential — no  other  response, 

4/  No  FAC. 

*  PGA 


SOURCE:   Appendix  Table  B-VII. 
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What  then,  is  the  overall  picture  of  electric  and  gas  utility  rate 
increases  for  1975  and  how  does  this  compare  with  the  previous  year? 
The  following  (unnumbered)  master  table  contains  the  grand  totals  and 
their   derivation. 

Data  from  the  31  states  usefully  responding  are  set  out  in  Step  1 
and  extrapolated  to  51  jurisdictions  in  Step  2.  Note  that  one -third 
more  was  requested  in  1975  over  1974  ($6.  0  billion  vs.  $4.  5  billion), 
and  a  billion  dollars  more  was  granted  ($4.  1  billion  vs.  $3.  1  billion). 
The  amount  pending  at  end  1975  was  virtually  the  same  as  at  end  1974 
($5.  2  billion  vs.  $5.  4  billion),  and  if  the  ratio  of  granted-to-requested 
continues  to  hold,  then  an  additional  $3.  5  billion  in  rate  increases 
will  be  attributable  to  1975  filings  (2/3  of  $5.  2  billion).  The  new  total 
for  general  rate  increases  would  thus  become  $7.  6  billion  as  against 
a   comparable   figure    of    $6.7    billion    calculated    in    the     1974    study. 

Step  3  displays  the  actual  FAC  electric  and  gas  totals  of  the  31 
reporting  states  and  Step  4  extrapolates  these  to  51  jurisdictions. 
The  result  is  an  FAC  grand  total  of  $8.  5  billion  or  $2.0  billion  higher 
than  1974  ($6.  5  bililion).  The  national  totals  within  these  figures  are 
Electric  $5.9  billion  (vs.  $5.3  billion  in  1974)  and  Gas,  $2.  6  billion 
(vs.  $1.2  billion  in  1974).  If  the  FAC  total  is  added  to  the  general 
rate  increases  granted  and  likely  to  be  granted  from  197  5  applications, 
the  final  aggregate  resulting  from  utility  industry  filings  in  197  5  would 
be  $16.  1  billion  ($8.  5  billion  +  $7.  6  billion)  as  against  a  comparable 
figure  of  $13.  2  billion  attributable  to  1974.  This  is  approximately  one 
percent    of    our    Gross    National  Product. 
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Examination  of  Appendix  Tables  B-V,  V-VI,  and  B-VII  yields 
additional  information  of  some  importance.  For  the  280-odd  general 
rate  increases  reported  in  the  electric  and  gas  data  provided  the 
average  percent  increase  requested  was  20  percent  (Column  3  of 
Appendix  Table  B-V).  The  range  was  complete --from  1  percent  to 
100  percent,  and  there  were  frequent  cases  of  multiple  increases  filed 
by  the  same  utility  company  in  1975.  The  average  allowable  rate  of 
return  was  8.  24  percent  on  the  rate  base,  a  figure  depressed  somewhat 
by  the  inclusion  of  various  cooperatives.  Still  about  10  percent  of  the 
utility  companies  included  in  the  state-by-state  response  show  allowable 
rates  of  return  in  excess  of  9.  0  percent  with  21  of  those  greater  than 
10  percent  (Column  5).  On  the  other  hand,  of  those  commissions  pro- 
viding both  the  allowable  rate  of  return  and  the  actual  rate  of  return 
experienced  by  utility  companies  regulated  by  them  only  a  handful  of 
the  companies  is  earning  the  allowable  rate  (Column  5  and  6).  Not 
surprisingly,  the  requested  rates  of  return  associated  w'th  the  general 
rate  increases  pending  for  electric  and  gas  utilities  (Appendix  Table 
B-VI)  are  substantially  higher  than  allowed  rates  of  return  for  those 
companies.  For  the  95  companies  where  complete  data  on  this  question 
were  provided  29  requested  a  rate  of  return  above  10  percent  and 
several  above  11  percent  (Column  5)  The  average  requested  was 
8.  61  percent. 

Of  interest  too  are  Columns  5  and  6  of  Appendix  Table  B-VII  which 
portray  the    December    1975   FACs  in  cents/kwh  (or  cents/therm)   with 
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December  1974.  In  the  year  interval,  most  utility  company's  FACs  went 
up  --  many  by  substantial  amounts,  e.g.  New  Jersey,  9  to  12-fold 
for  certain  electric  companies  and  6  times  for  gas;  Georgia,  7-fold 
for  electric;  Montana,  4-fold  for  gas;  Hawaii,  30-fold  in  one  case 
(electric);  Iowa  and  Virginia,  ,  2  to  4  times  for  gas;  Missouri  and 
Colorado,  2  to  4  times  for  electric;  West  Virginia,  3  times  for  gas; 
North  Dakota,  3  to  5  times  for  gas;  and  Kansas,  2  to  5-fold  for  electric 
FAC  unit  prices.  California  reported  some  mixed  changes  in  the 
electric  sector  (some  declines  in  gas),  while  New  York  recorded 
general  declines  in  electric.  A  subsequent  section  treats  this  parti- 
cular issue  in  greater  detail  (infra,   p.    15). 

III.     Summary  and  Interpretation  of  Responses    -    Questions  IV,    V,    and 
VI 

A.  Fuel  Adjustment  Clauses  Rolled  into  Basic  Rates 
In  last  year's  questionnaire  and  analysis,  the  emphasis  was  on 
increases  in  electric  and  gas  general  revenues  as  well  as  increases 
in  revenues  through  the  operation  of  fuel  adjustment  clauses.  This 
year,  the  Commissions  were  asked  several  additional  questions.  One 
(Question  IV)  was  to  indicate  the  amount  of  fuel  costs  previously  re- 
covered through  adjustment  clauses  that  now  are  included  in  the  base 
tariff.  The  purpose  of  this  question  is  to  get  some  indication  of  the 
extent  to  which  there  has  been  a  substitution  of  fuel  cost  recovery 
by  use  of  general   rate   increase    (i.  e.    inclusion  in  basic    rates  them- 
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selves)   as   opposed  to   recovering   these   additional  fuel   costs   through 

operation  of    FACs.     In    determining    total    electric    and    gas    revenue 

increases  attributable  to  changes  in  the  fuel  cost  component,   both  FAC 

revenues   and   FAC   roll-ins   must  be  considered.       Appendix   Table   B- 

VIII  shows   Commission  responses   to  question  IV,   for  electric  and  gas 

II 
fuel  clauses  rolled  into  basic  rates. 

Only  19  of  the  commissions  which  allow  FACs  in  whole  or  in  part 
responded  to  this  question,  and  of  these,  only  16  indicated  some  roll- 
ins  of  electric  or  gas  clauses.  Three  states  --  California,  Georgia 
and  Mississippi  --  indicated  roll-ins  of  FACs  in  base  rates  for  the 
year  1974  only. 

On  the  electric  side,  the  highest  roll-ins  reported  were  in 
Florida  and  New  York,  each  with  1.  5  cents  per  kwh  for  a  utility  in 
those  states.  The  average  electric  roll-ins  for  any  one  utility 
averaged  about  0.  55  cents  per  kwh,  as  reported  by  the  Commissions. 
Typically  average  revenues  for  all  classes  of  customer  were  about 
3.  0  cents  per  kwh. 

On  the  gas  side,  only  Florida,  Hawaii,  Illinois,  New  Jersey,  New 
York,  North  Dakota  and  Virginia  reported  gas  clause  roll-ins  for  a 
total  of  26  utilities.  Here,  the  highest  purchased  gas  clause  roll-in 
was  for  an  interruptible  gas  tariff  in  New  York,  a  whopping  7  cents 
per  therm.  The  average  rate  roll-in  of  the  reporting  Commissions 
was  about  3  cents  per  therm. 


1/  The  responses   include    a    few   roll-ins    for  years   other  than   1975, 
particularly  for  1974  and  1976. 
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From  the  sketchy  responses  of  the  Commissions  to  this  question,  it 
is  difficult  to  determine  if  there  is  any  propensity  of  Commissions  which 
require  prior  approval  of  FACs  to  more  or  less  quickly  roll  into  base 
tariffs  fuel  cost  increases.  Of  course,  if  the  fuel  costs  are  included 
in  base  rates  and  not  recovered  through  a  separate  fuel  clause,  it 
is  more  difficult  to  reflect  by  lower  rates  any  declines  in  fuel  costs 
which  utilities  might  experience  without  again  going  to  the  Commission. 
On  the  other  hand,  when  fuel  costs  are  included  in  rates,  there  is 
the  assurance  that  Commissions  have  reviewed  the  costs  prior  to  rate 
inclusion,    rather  than    allowing    unexamined    fuel    cost    passthroughs. 

A  second  hoped  for  finding  from  this  question  was  one  which  indi- 
cated the  total  increases  in  fuel  costs  as  reflected  in  rates.  To  do 
this,  Appendix  Table  B-EX  was  prepared  which  shows  separately  for 
electric  and  gas  rate  roll-ins  the  amount  of  the  inclusion  [Col.  (1)1 
and  the  December  1974  and  December  1975  FACs  [Cols.  (2)  and  (3), 
respectively].  Only  Commissions  which  responded  to  question  IV  on 
the  amount  of  FACs  roll-ins  and  responded  to  question  III  giving  FACs 

for  December    1974   and   1975   were  included   in   this    table.       Also,    the 

1/ 

data  on   roll-ins   were    limited   to   what  was    allowed   in    1975.       Only   7 

Commissions    responding    for    29    utilities    are    shown    on    the    table. 
From  these   data   a   calculation  was   made   of  the   percent  that  1975 
roll-ins   were   of   December     1974   fuel   adjustment   clauses    [Col.     (4)  . 
Next,   the  percentage  increase    (or  decrease)  in   FACs  from  December 

1_/  An  exception  to  this  was  Kansas,  wherein  an  electric  roll-in  for 
Kansas  Gas  and  Electric  was  granted  in  December  1974  to  be 
effective  in  1975. 
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1974  to  December  1975  [Col.  (5)]  was  calculated.  The  sum  of  these 
data,  shown  in  Col.  (6),  indicates  the  total  increase  (or  decrease) 
in  fuel  charge  recovery  since  December  1974  as  reflected  both  in 
clauses  and  in  the  fuel  portion  of  the  base  tariff. 

Although  the  results  are  limited  and  mixed,  consider  the  New  York 
Commission's  response  on  electric  rates  as  an  example.  The  roll-ins 
during  the  year  in  New  York  typically  were  over  50  percent  of  the 
December  1974  clause,  with  a  range  of  between  14  percent  and  96 
percent.  This  is  consistent  with  stated  Commission  policy  to  include 
fuel  costs  in  base  rates  rather  than  reviewing  FACs  prior  to  opera- 
tion. The  actual  percentage  change  in  FACs  from  December  1974 
to  December  1975  in  all  cases  declined,  from  a  small  1  percent  to 
as  much  as  73  percent.  But  this  decline  is  misleading  in  that  total 
fuel  charges,  as  reflected  in  rates,  throughout  this  period  both  in- 
creased, by  as  much  as  51  percent  and  declined,  by  as  much  as 
42  percent.  Notice  that  for  two  utilities  in  the  state,  New  York  State 
Electric  and  Gas  and  Niagara  Mohawk,  the  overall  fuel  charge  recovery 
through  residential  rates  declined,  while  the  fuel  recovery  for  non- 
residential rates  increased. 

All  in  all,  however,  the  data  provided  cannot  be  said  to  be  complete 
enough  or  representative  enough  to  support  or  disprove  the  hypothesis 
that  there  has  been  a  widespread  folding  of  fuel  cost  increases  into 
basic  utility  tariffs  in  substitution  for  FAC  charges. 
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B.     Accuracy  of  Fuel  Adjustment  Clauses 

The  second  new  question  on  this  year's  questionnaire  concerns 
Commission  policy  regarding  verification  of  FAC  accuracy  and  Com- 
mission response  to  criticisms  arising  from  the  operation  of  FACs. 
Each  state  Commission's  response  to  this  question  is  shown  on 
Appendix  Table  B-X  and  summarized  on  Table  V.  Clearly  both  legis- 
lative and  public  pressures  have  resulted  in  improvements  in 
Commissions'  policies  toward  fuel  adjustment  clauses  in  the  last  year. 

Out  of  the  29  responses  to  this  question,  7  state  commissions  indi- 
cated that  there  were  no  FACs  allowed  for  all  or  some  of  their  rate 
schedules.  The  states  which  totally  disallowed  FACs  were:  North 
Carolina,  Oregon,  Utah,  Washington,  and  Wyoming.  The  North 
Carolina's  Commission  disallowance  was  a  result  of  legislative  action 
which  occurred  in  197  5.  Also  in  1975,  the  West  Virginia  Commission 
disallowed  automatic  adjustment  clauses  for  electric  utilities,  while 
gas  adjustments  clauses  were  still  allowed.  The  Nevada  Commission 
indicated  that  FACs  for  residential  customers  have  never  been 
allowed,  while  for  other  classes  of  customers,  there  are  no  prohi- 
bitions against  fuel  adjustments. 

For  8  of  the    states,     Commission   approval    is    explicitly   required 
before  FACs  can  go  into  effect.    These  states  are:    Colorado,   Florida, 
Indiana,      Kansas,      Louisiana,     Mississippi,     New    Jersey    and    North 
Dakota.        On    last    year's    survey,     four   commissions    --    California, 
Florida,    New    Jersey    and    Wyoming  --  reported    that    hearings    were 
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SUMMARY  TABLE  V 
SUMMARY  OF  COMMISSION'S  RESPONSES  TO  CHECKS  ON  FAC  ACCURACY 
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New  York 
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North  Dakota 
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Utah 

Virginia 

Washington 
West  Virginia 
Wisconsin 
Wyoming 


X 
X  3/ 

X  4/ 


X  3/ 
X 


1/   FAC  no  longer  automatic  for  Public  Service  Company  of  Colorado,  the  largest  utility  in  the 
state,  except  for  downward  adjustments.  Other  utilities  in  the  state  are  subject  to  review. 

2/   Disallowed  only  for  residential. 

3/   Disallowed  only  for  electric  utilities;  review  only  for  gas  utilities. 

4/   Except  wholesale  rate  adjustments  outside  their  jurisdiction. 

SOURCE:   Appendix   Table  B-X. 
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required  before  adjustments  could  be  made.  This  year,  California 
indicated  only  that  an  investigation  and  review  of  fuel  adjustments 
were  underway,  and  Wyoming  responded  that  clause  adjustments,  other 
than  wholesale  rate  increases  outside  their  jurisdiction,  were  not 
allowed.  So  in  the  year  1975,  six  new  states  indicated  review  require- 
ments prior  to  the  operation  of  fuel  adjustments.  (Colorado  is 
included  here  because  fuel  clause  adjustments  for  the  largest  utility 
in  the  state  are  no  longer  automatic  when  increases  are  requested;  for 
decreases  in  rates,    the  clause  is  automatic.  ) 

All  of  the  Commissions  which  allow  FACs  but  do  not  require 
hearings  before  instituting  changes  in  fuel  adjustment  clauses  (a  total 
of  14  Commissions,  plus  West  Virginia  on  gas  utilities)  indicated  that 
there  was  at  least  some  review  procedure  for  fuel  clauses.  But  only 
five  of  these  Commissions  responded  that  there  were  audits  conducted 
of  the  utilities'  fuel  costs,  fuel  procurement  practices,  and/or  FACs 
operations.  These  Commissions  are:  Arizona,  Georgia,  Michigan, 
New  Hampshire,  and  South  Carolina.  For  those  Commissions  with 
review  procedures,  the  extent  of  the  review  does  seem  to  vary.  Con- 
trast, for  instance,  the  responses  of  two  commissions  --  Hawaii  and 
Montana.  The  Hawaii  Commission  "requires  complete  documentation 
of  all  fuel  increases  including  statements  from  the  fuel  supplier  as 
well  as  all  calculations  made  in  arriving  at  the  final  fuel  adiustmer. 
On  the  other  hand,  the  Montana  Commission  responded  that  it  con- 
ducted "periodic   examination"  of  the  utility's   data  "to  insure  accuracy 
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and  validity.  "  The  frequency  of  reviews  also  varies,  to  some  degree 
because  of  the  frequency  of  application  for  changes  in  the  level  or 
the  form  of  the  clause.  Some  states  review  monthly  the  FACs  others 
on  "at  least"  an  annual  basis. 

Certainly  the  variety  of  responses  to  this  question  indicates  the 
lack  of  uniformity  in  application  and  operation  of  fuel  adjustment 
clauses  in  U.  S.  utilities;  the  increased  unease  with  which  the  opera- 
tion of  the  charges  is  viewed  by  legislatures,  commissions,  and  rate 
payers;  and  the  kind  of  changes  introduced  by  some  of  these  parties 
to  mitigate  some  of  the  worst  aspects  of  FAC  operations. 
C.     Advertising  and  Promotional  Expenses 

The  final  new  question  added  to  this  year's  questionnaire  concerns 
Commission  treatment  of  advertising  and  sales  promotion  expenses 
and  dues  and/ or  donations  to  trade  organizations.  The  point  of  this 
question  was  to  determine,  in  a  time  of  need  for  energy  conserva- 
tion, if  energy  consumption  were,  in  fact,  encouraged  by  allowing 
promotional  expenses  by  utilities  as  a  cost  of  doing  business  and 
therefore  recoverable  in  rates.  The  results  are  shown  on  Summary 
Table  VI. 

We  first  identified  whether,  as  a  matter  of  Commission  policy, 
advertising  or  sales  promotion  expenses  were  allowed  as  expenses  to 
be  recovered  through  rates  or  whether  such  expenses  had  to  be  paid 
essentially  by  the  stockholders.  Of  the  twenty-two  commissions 
responding  to  this  question,  only  three  --  Georgia,  New  Jersey,  and 
New   York   --  universally      allow      advertising      and      sales     promotion 
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expenses  to  be  recovered  in  rates.  The  Georgia  Commission  has 
urged  that  the  advertising  be  directed  at  fuel  saving,  and  the  New 
Jersey  Commission  is  presently  investigating  utilities'  policies  on 
advertising  with  an  eye  toward  establishing  guidelines  for  recovery 
through  rates.  A  third  Commission,  Kansas,  also  indicated  that  such 
expenses  are  allowed  in  rate  making  in  "most  cases.  "  Two  other 
commissions,  New  Hampshire  and  Wisconsin,  indicate  that  advertising 
expenses  are  allowed,  but  are  limited  to  "reasonable"  levels.  On 
the  whole,  state  commissions  seem  to  be  changing  their  policies  with 
respect  to  advertising  and  sales  promotion  expenses.  The  general 
rule  is  that  these  expenses  are  recoverable  through  rates  only  if  the 
message  is  energy  conservation  or,  alternatively,  some  other  con- 
sumer oriented  topic. 

Secondly,  those  commissions  which  responded  that  they  allow 
utilities  to  include  dues  to  trade  organizations  in  operating  expenses 
have  been  separately  identified.  Of  the  eleven  Commissions  responding 
specifically  to  this  part  of  the  question,  six  (California,  Georgia, 
Hawaii,  Louisiana,  New  Hampshire  and  Utah)  unqualifiedly  allowed 
dues  to  trade  organizations  to  be  recovered  through  rates.  The  other 
five  Commissions  qualified  the  allowance,  ranging  from  allowance  in 
"most  cases"  to  allowance  only  if  "beneficial  to  the  ratepayer.  "  The 
Mississippi  commission  is  reviewing  its  policy  on  trade  organization 
dues.  No  Commission  completely  prohibited  dues  on  expense  items 
to  be  recovered  through  rates. 

1/      For  electric   utilities   only   in  the   case   of  New  York. 
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Finally,  the  Commissions  were  asked  to  indicate  whether  there  had 
been  any  Commission  policy  changes  in  these  areas  during  197  5.  Only 
three  of  the  thirteen  Commissions  responding  to  this  part  of  the  ques- 
tion indicated  that  197  5  was  a  year  of  change  on  these  issues.  These 
were:  Colorado,  Indiana  and  New  York.  At  least  five  other  Commis- 
sions indicated  some  consideration  of  advertising,  sales  promotion  and 
trade  organization  dues  currently  being  undertaken  through  rulemaking 
or  on  an  other,  less  formal  basis,  even  though  for  these  commissions 
no  policy  decision  had  been  reached.  It  would  seem,  then,  that  this 
is  not  viewed  by  commissions  as  a  high  priority  item  for  reconsidera- 
tion. 
IV.     Postscript 

That  the  debate  over  the  impact  of  fuel  cost  charges  in  electric 
bills,  whether  by  general  rate  increases  or  by  fuel  adjustment  charges 
of  varying  degrees  of  automaticity,  will  continue  seems  amply  demon- 
strated by  this  study.  Relief  for  the  ratepayer  is  not  in  sight  where 
a  1974  bill  of  $3.  1  billion  in  general  rate  increases  is  followed  in  1975 
with  an  additional  $4.  1  billion;  and  a  1974  FAC  bill  of  $6.5  billion 
is  followed  by  a  $8.  5  billion  total  in  1975. 

Nor  is  the  practice  of  "rolling  in"  changes  in  fuel  supply  costs  so 
that  they  appear  in  basic  rate  schedules  of  utility  companies  instead 
of  standing  separate  (and  visible)  as  FAC  additions  without  its  pluses 
and  minuses  from  the  consumer's  point  of  view.  On  the  one  hand, 
the  practice     helps      satisfy     the      complaint     that     the    operation    of 
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automatic  adjustment  charges  is  antithetical  to  good  regulation  because 
they  are  outside  normal  commission  proceedings  (i.  e.  full  and  public 
hearings).  But  it  is  cause  for  worry  that  rolled  in  fuel  charges 
tend  to  get  "hidden"  in  basic  rate  schedules  and  in  practice  are 
therefore  more  difficult  to  "get  out"  of  utility  tariffs  (once  in)  than 
an  FAC  charge  appearing  prominently  on  the  monthly  electric  bills 
of  the  rate  paying  public. 

Finally,  it  is  clear  from  the  data  presented  in  this  report  that 
the  theme  of  energy  conservation  is  neither  universally  nor  uniformly 
pursued  by  state  regulatory  commissions  with  respect  to  their  regu- 
lation and  treatment  of  the  utilities'  promotional  activities  and 
expenses. 


lam 
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LETTER  SENT  TO  ALL  STATE  COMMISSION  CHAIRMEN 

December  17,  1975 

DEAR  :   Last  year  our  Subcommittees  conducted  a 

survey  of  fuel  adjustment  clause  increases  allowed  by  State  utility 
commissions.   The  information  we  collected  was  widely  discussed  and 
helped  provide  the  basis  for  a  clearer  congressional  review  of  the 
utility  industry  and  its  problems. 

In  the  past  year,  the  nation  has  experienced  many  changes  in 
its  energy  situation.   Supplies  have  returned  to  near  normal  levels. 
Prices  have  continued  to  rise.   Federal  programs  have  been  developed 
to  treat  certain  specific  problems. 

So  that  we  may  gauge  the  impact  of  some  of  these  changes  on  the 
utility  industry  and  update  the  information  we  collected  last  year, 
we  would  appreciate  it  very  much  if  you  would  complete  the  enclosed 
questionnaire  as  it  applies  to  electric  and  gas  utilities. 

The  questionnaire  is  designed  for  reporting  information  for  the 
entire  calendar  year  1975.   And  it  will  be  most  helpful  if  you  complete 
and  return  it  no  later  than  February  29,  1976.   If  you  have  any  questions 
or  difficulties  regarding  it,  please  call  David  Johnson,  Counsel  to 
the  Subcommittee  on  Intergovernmental  Relations,  at  202/224-A718,  or 
Jack  Chesson,  Counsel  to  the  Reports,  Accounting  and  Management  Sub- 
committee, at  202/224-1474.   The  completed  questionnaires  should  be 
sent  to  the  Subcommittee  on  Intergovernmental  Relations,  508  Carroll 
Arms,  Washington  D.C.   20510,  Attention:   Mr.  Johnson. 

For  your  information,  we  have  enclosed  a  copy  of  the  fuel 
adjustment  clause  survey  made  last  year. 

Thank  you  for  your  assistance  in  this  important  matter. 
Sincerely, 

Edmund  S.  Muskie,  Chairman, 
Subcommittee  on  Intergovernmental  Relations. 

Lee  Metcalf,  Chairman, 
Subcommittee  on  Reports,  Accounting  and  Management. 
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SUfHARY   OF  APPENDIX   TABLE   B-V 
(dollar    figures    in   thousands) 


Aaount 

Amount 

Percent 

Aaount 

Aaount 

Percent 

Requested 

Granted 

Granted  of 

Requested 

Granted 

Granted  of 

State 

1975 

1975 

Requested 

State 

1975 

1975 

Requested 

Arizona 

Kansas 

Electric 

67,818 

67,818 

100.0 

Electric 

33,507 

21,558 

64.3 

Gas 

1,649 

1,649 

100.0 

Gas 

14,214 

7,535 

53.0 

Total 

69,467 

69,467 

100.0 

Total 

47,721 

29,093 

61.0 

California 

Louisiana 

Electric 

586,935 

265,607 

45.3 

Electric 

1,130 

716 

63.4 

Gas 

107,640 

86,050 

79.9 

Gas 

468 

275 

58.8 

Total 

694,575 

351,657 

50.6 

Total 

1,598 

991 

62.0 

Colorado 

Maine 

Electric 

50,880 

36,972 

72.7 

Electric 

12,598 

10,696 

84.9 

Gas 

5,529 
56,409 

3,893 
40,865 

70.4 
72.4 

Gas 

Total 

— 

— 

— 

Total 

12,598 

10,696 

84.9 

Florida 

Michigan 

Electric 

274,439 

177,315 

64.6 

Electric 

179,329 

162,424 

90.6 

Gas 

7,118 

4,520 

63.5 

Gas 

125,019 

60,837 

48.7 

Total 

281,557 

181,834 

64.6 

Total 

304,348 

223,261 

73.4 

Georgia 

Mississippi 

none 

none 

— 

Electric 

311,675 

119,918 

38.5 

Gas 

— 

— 

38.5 

Missouri 
Electric 

34,318 

23,187 

Total 

311,675 

119,918 

67.6 

Gas 

5,550 

3,902 

70.3 

Hawaii 

Total 

39,868 

27,089 

67.9 

Electric 

2,663 

1,949 

73.2 

Gas 

3,727 

2,450 

65.7 

Montana 

Total 

6,390 

4,399 

68.8 

Electric 

— 

— 

— 

Gas 

229 

180 

78.6 

Idaho 

Total 

229 

180 

78.6 

Electric 

9,413 

8,487 

90.2 

Gas 

643 

643 

100.0 

Nevada 

Total 

10,056 

9,130 

90.8 

Electric 

73,063 

40,045 

54.8 

Gas 

38,137 

19,559 

51.3 

Illinois 

Total 

111,200 

59,604 

53.6 

Electric 

288,520 

251,435 

87.1 

Gas 

25,243 

24,317 

96.3 

New  Hampshire 

Total 

313,763 

275,752 

87.9 

Electric 

10,141 

22,606 

2/    122.9 

Gas 

1,200 

816 

68.0 

Indiana  1/ 

Total 

11,341 

23,422 

106.5 

Iowa 

New  Jersey 

Electric 

32,623 

32,093 

98.4 

Electric 

291,861 

62,269 

21.3 

Gas 

4,335 
36,958 

3,295 
35,388 

76.0 
95.8 

Gas 

Total 

106,265 
398,126 

— 

— 

Total 

62,269 

15.6 

75-495  O  -  76 
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SUMMARY  OF  APPENDIX  TABLE  B-V   (cont.) 


Amount 

Amount 

Percent 

Amount 

Amount 

Percent 

Requested 

Granted 

Granted  of 

Requested 

Granted 

Granted  of 

State 

1975 

1975 

Requested 

State 

1975 

1975 

Requested 

New  Mexico 

Utah 

Electric 

3,900 

1,853 

47.5 

Electric 

23,010 

21,834 

94.9 

Gas 

9,317 
13,217 

— 

— 

Gas 

Total 

36,137 
59,147 

31,689 
53,523 

87.7 

Total 

1,853 

14.0 

90.5 

New  York 

Virginia 

Electric 

257,358 

233,583 

90.8 

Electric 

181,199 

123,743 

68.3 

Gas 

135,959 

89,374 

65.7 

Gas 

6,784 

4,562 

67.2 

Total 

393,317 

322,957 

82.1 

Total 

187,983 

128,305 

68.3 

North  Carolina 

Washington 

Electric 

185,298 

173,707 

93.7 

Electric 

6,264 

5,491 

87.7 

Gas 

5,952 

4,817 

80.9 

Gas 

84,784 

81,535 

96.2 

Total 

191,250 

178,524 

93.3 

Total 

91,048 

87,026 

95.6 

North  Dakota 

West  Virginia 

Electric 

15,128 

9,264 

61.2 

Electric 

11,036 

2,826 

26.1 

Gas 

4,291 

4,291 

100.0 

Gas 

4,903 

4,644 

94.7 

Total 

19,419 

13,555 

69.8 

Total 

15,939 

7,520 

47.2 

Oregon 

Wisconsin 

Electric 

53,720 

53,720 

100.0 

Electric 

7,758 

6,239 

80.4 

Gas 

4,100 

3,605 

87.9 

Gas 

2,513 

2,232 

88.8 

Total 

57,820 

57,325 

99.1 

Total 

10,271 

8,471 

82.5 

South  Carolina 

Wyoming 

Electric 

53,058 

43,130 

81.3 

Electric 

785 

729 

92.9 

Gas 

« 

— 

81.3 

Gas 

Total 

3,979 
4,764 

2,618 
3,347 

65.8 

Total 

53,058 

43,130 

70.3 

1/   No  response  to  this  question, 
2/   Includes  recoupment. 

SOURCE:   Appendix  Table  B-V. 
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SUMMARY  OF  APPENDIX  TABLE  B-VI 
(in  thousands  of  dollars) 


Amount 

Amount 

Amount 

Requested 

Requested 

Requested 

State 

1975 

State 

1975 

State 

1975 

Arizona 

Maine 

North  Carolina 

Electric 

21,212 

Electric 

21,700 

Electric 

81,780 

Gas 

711 
21,923 

Gas 

Total 

57 
21,757 

Gas 

Total 

— 

Total 

81,780 

California 

Michigan 

North  Dakota 

Electric 

661,375 

Electric 

300,216 

Electric 

— 

Gas 

153,961 
820,336 

Gas 

Total 

— 

Gas 

Total 

81 

Total 

300,216 

81 

Colorado 

Mississippi 

Oregon 

Electric 

3,254 

Electric 

42,950 

Electric 

36,217 

Gas 

4,400 

Gas 

4,000 

Gas 

1,766 

Total 

7,654 

Total 

46,950 

Total 

37,983 

Florida 

none 

Missouri 

South  Carolina 

Electric 

131,365 

Electric 

76,826 

Georgia 

none 

Gas 

Total 

14,744 
146,109 

Gas 

Total 

— 

76,826 

Hawaii 

Electric 

6,264 

Montana 

Utah 

none 

Gas 

-- 

Electric 
Gas 

20,798 
31,900 

Virginia 

Total 

6,264 

Total 

52,698 

Electric 

— 

Idaho 

Gas 

2,618 

Electric 

34 , 748 

Nevada 

Total 

2,618 

Gas 

~ 

Electric 
Gas 

27,041 
718 

Washington 

Total 

34,748 

Total 

27,759 

Electric 

177 

Illinois 

Gas 

3,760 

Electric 

86,372 

New  Hampshire 

Total 

3,937 

Gas 

80,785 

Electric 

— 

Total 

167,157 

Gas 

1,093 

West  Virginia 

Total 

1,093 

Electric 

78,783 

Indiana  1/ 

Gas 

43,355 

New  Jersey 

Total 

122,138 

Iowa 

Electric 

174,030 

Electric 

44,456 

Gas 

9,027 

Wisconsin 

Gas 

11,749 

Total 

183,057 

Electric 

35,669 

Total 

56,205 

Gas 

3,680 

New  Mexico 

none 

Total 

39,349 

Kansas 

Electric 

17,767 

New  York 

Wyoming 

Gas 

12,830 

Electric 

778,037 

Electric 

222 

Total 

30,597 

Gas 

Total 

106,582 
884,619 

Gas 

Total 

— 

222 

Louisiana 

Electric 

— 

Gas 

163 

Total 

163 

1/   No  response  to  this  question. 


SOURCE:   Appendix   Table  B-VI, 
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SUMMARY   OF   APPENDIX   TABLE    B-VII 
(in   thousands   of  dollars) 


State 


Total 

Revenue 

1975 


FAC  Revenue 


1975 


1974 


1973   1/ 


State 


Total 

Revenue 

1975 


PAC   Revenue 


1975 


1974 


1973    1/ 


Alaska 

Montana 

Electric 

— 

3,027 

2/    566 

-0- 

Electric 

— 

— 

— 

Gas 

- 

— 

— 

— 

Gas 

Total 

81.611 
11. ill 

32,151 
32;i5l 

11,988 

Total 

3,027 

566 

-0- 

11,988 

Aritona  5/ 

Nevada 

— 

~ 

~ 

California 

New  Hampshire 

Electric 

3,402,374 

60,787 

585,975 

149.020 

Electric 

— 

684 

— 

Gas 

621,061 
4,023,435 

550,090 
610,877 

287,192 
873,167 

137,784 
286,804 

Gas 

Total 

- 

— 

— 

Total 

684 

— 

Colorado 

New  Jersey 

Electric 

363,850 

21,236 

19,063 

5,187 

Electric 

1 

,853,244 

605,513 

578,212 

Gas 

— 

35,405 
56,641 

NA 

— 

Gas 

Total 

2 

599,857 
,453,101 

166,696 
772,209 

91,374 

Total 

363,850 

3/  19,063 

5,187 

669,586 

Florida 

New  Mexico 



6/ 

— 

Electric 

2,085,983 

308,042 

388,088 

64,809 

Gas 

62,195 
2,148,128 

8,011 
3l6!053 

8,078 
396,166 

— 

New  Y0rK 
Electric 

4 

,244,979 

157,293 

Total 

64.669 

155,271 

Gas 

1,005 

327 

200 

Georgia 

Total 

4 

,245,984 

157,620 

155.471 

Electric 

1,132,078 

283,841 

169,644 

122,203 

North  Carolina 

Gas 

™~ 

**"" 

Electric 

1 

.673,610 

154,560 

130,670 

Total 

1,132,078 

283,841 

169,644 

122,203 

Gas 

Total 

-~ 

— 

— 

1 

,673,610 

154,560 

130,670 

Hawaii 

Electric 

385,554 

51,623 

18,339 

— 

North  Dakota 

Gas 

22,679 
408,233 

1,258 
52,881 

NA 

— 

Electric 
Gas 

NA 
NA 

948 
5,301 

1,232 

711 

Total 

18,339 

Total 

6,249 

1,943 

Idaho 

Electric 

_ 

— 

— 

— 

7/ 

Gas 

81,488 

7,276 

10,093 

— 

Oregon 

Total 

81,488 

7,276 

10,093 

" 

Pennsylvania 
Electric 

Illinois 

Gas 

Electric 



— 

— 

139,334  4y 

Gas 

-- 

290,766 

-- 

126,477 

Total 

— 

290,766 

— 

265,811 

South  Carolina 
Electric 

I 

,824,517 

Indiana  5/ 

Gas 

Total 

" 

— 

1 

,824,517 

-- 

Iowa 

Electric 

461,651 

48,155 

33,914 

— 

Tennessee 

Gas 

Total 

270,135 
731,786 

84,841 
132,996 

48,652 
82,566 

~ 

Electric 
Gas 

— 

— 

~ 

Kansas 

Total 



__ 

__ 

Electric 

5/ 

5/ 

— 

22,913 

Gas 

~ 

— 

Utah 

Electric 

_ 

Total 

22,913 



Gas 

— 

7/ 



Louisiana 

Total 

_._, 

Electric 

585,442 

73,995 

63,638 

NR 

Gas 

— 

— 

— 

Virginia 
Electric 

1, 

,023,124 

232,159 

Total 

585,442 

73,995 

63,638 

207,702 

Gas 

317,768 

27,113 

9,995 

Maine 

Total 

1 

340,892 

259,272 

217,697 

Electric 

30Z 

of  Gross 

Revenues 

2,000 

Gas 

23Z 

of  Gross 

Revenues 

237 

Washington 



7/ 



Total 

2,237 

West  Virginia 

Maryland 

Electric 







Electric 

— 

— 

— 

32,934 

Gas 



13,644 

4,750 

Gas 

— 

— 

■""" 

7,211 

Total 



13,644 

4,750 

Total 

40,145 

Wisconsin 

Michigan 

Electric 



23,526 

66,849 

Electric 

1,861,568 

309,082 

196,524 

24,421 

Gas 

__ 

130,118 

21,001 

Gas 

— 

-- 

" 

13,932 

38| 353 

Total 

— 

153,644 

87  850 

Total 

1,861,568 

309,082 

196,524 

Mississippi 

Wyoming 

Electric 

289,789 

69,578 

59,865 

31,170 

Electric 

— 

2,636 

— 

Gas 

— 

— 

."."  ,  1 

Gas 

Total 

- 

7,766 
10,402 

— 

Total 

289.789 

69,578 

59,865 

31,170' 

Missouri 

Electric 

863,111 

75,587 

9,238 

-- 

Gas 

863,111 

75,587 

— 

-- 

Total 

9,238 

II 


7/ 


186,375 

58,729 

245,104 


86,042 

75,509 

161,551 

-0- 


110,919 
65,255 

176,174 


618 


618 


10 


10 


NA 
NA 


17,809 

-0- 

17,809 


8,012 
18,186 
26,198 


7/ 
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APPENDIX  TABLE  B  -  VIII 


Fuel  Clause  Adjustments  Included  In  Basic  Rates  in  1975 


State  Commission 
and  Company 


Ty^e 


Alaska  Public  Utilities  Commission 

Arizona  Corporation  Commission 

California  Public  Utilities 
Commission: 

San  Diego  Gas  &  Electric  Co.    elec, 

Colorado  Public  Utilities  Commission: 
Public  Service  Company  of 

Colorado  elec, 

Colorado-Uta  Electric 

Association 

DO 


Florida  Public  Service  Commission 
Florida  Power  &  Light  Company 
Florida  Power  Corporation 
Tampa  Electric  Company 
Gulf  Power  Company 
City  Gas  Company 
Florida  Gas  Company 
People  Gas  Company 

Georgia  Public  Service  Commission 
Savannah  Electric  &  Power 


Electric 

Natural  Gas 

Roll-Ins 

Roll-Ins 

(C/kwh) 

(c/therm) 

N/R 

N/R 

1/ 

1/ 

0.988 


0.141 


Date 


11-13-74* 


11-21-75 


It 

0.019.2/ 
0 .  02- 

3-18-75 

It 

10-1-75 

elec . 

0.609 

5-1-75 

ii 

1.501 

8-22-75 

n 

0.731 

6-20-75 

ii 

0,80 

.311  2/ 

6-7-75 

gas 

1, 

5-17-75 

ii 

2. 

.132/ 

1-11-76* 

it 

elec. 

0.28 

1, 

.7761/ 

7-24-75 
2-12-74* 

Hawaii  Public  Utilities  Commission 
Kauai  Electric  Company 
Gasco,  Inc. 

Idaho  Public  Utilities  Commission 

Illinois  Commerce  Commission 

Central  Illinois  Light  Co. 
Central  Illinois  Public 

Service 
Illinois  Power  Company 
Interstate  Power  Company 
Union  Electric  Company 
Iowa-Illinois  Gas  & 

Electric  Company 


elec. 
gas 


elec , 


hi 

N/R 

0.44 

0.18 
0.22 
0.30 
0.085 


N/R 


gas 


3.94 


5-75 

3-75 
3-75 
12-74* 
3-74* 

10-31-75 
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APPENDIX  TABLE  B  -  VIII   -  continued 
Fuel  Clause  Adjustments  Included  In  Basic  Rates  in  1975 


State  Commission 
and  Company 

Illinois  Commerce  Commission  (cont.) 
Illinois  Power  Company 

DO 

DO 

DO 
Central  Illinois  Light  Co. 
Central  Illinois  Public 

Service  Co. 
North  Shore  Gas  Company 
Northern  Illinois  Gas  Company 
Peoples  Gas  Light  &  Coke  Co. 
Mt.  Carmel  Public  Utility 

Company 
Town  Gas  Company  of  Illinois 

DO 

Indiana  Public  Service  Commission 

Iowa  State  Commerce  Commission 

Kansas  State  Corporation  Commission 
Kansas  Gas  &  Electric  Co. 
Kansas  Power  &  Light  Company 

Louisiana  Public  Service  Commission 

Maine  Public  Utilities  Commission 

Michigan  Public  Service  Commission 
Consumers  Power  Company 
Detroit  Edison  Company 
Indiana  &  Michigan  Electric 
Company 

Minnesota  Department  of  Public 
Service 


Electric 

Natural  Gas 

Roll-Ins 

Roll-Ins 

Type 

(C/kwh) 

(c/therm) 

Date 

gas 
ii 

it 

5.575/ 

3.951/ 
5.851/ 

4-7-75 
4-7-75 
4-7-75 

ii 

3.511/ 

4-7-75 

ii 

3.00 

5-21-75 

11 

2.00 

3-20-75 

ii 

4.03 

10-1-75 

ii 

4.10 

7-16-75 

ii 

3.30 

10-1-75 

ii 

2-°°c/ 

1-1-76* 

ii 

3.271/ 

3-26-75 

ii 

3.151/ 

3-26-75 

N/R 

N/R 

N/R 

N/R 

elec . 

0.1712 

12-74* 

ii 

"0.18327 

3-75 

none 

none 

N/R 

N/R 

elec . 
ii 

0.282/ 

o.oai/ 

1-23-75 
2-4-75 

ii 

0.342 

6-9-75 

N/R 


N/R 


Mississippi  Public  Service  Commission 

Mississippi  Power  &  Light     elec. 
Mississippi  Power  Company 

Missouri  Public  Service  Commission 

Montana  Public  Service  Commission 

Nevada  Public  Service  Commission 


0.45 

2-17-74 

0.45 

4-1-74* 

N/R 

none 

N/R 

N/R 

none 

N/R 
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APPENDIX  TABLE  B  -  VIII  -  continued 
Fuel  Clause  Adjustments  Included  In  Basic  Rates  in  1975 


State  Commission 
and  Company 


Type 


Electric 
Roll-Ins 
(c/kwh)  . 


Natural  Gas 

Roll-Ins 

(C/therm) 


Date 


New  Hampshire  Public  Utilities 
Commission 


none 


New  Jersey  Department  of  Public 
Utilities 

Public  Service  Electric 
and  Gas  Company 
DO 
DO 
South  Jersey  Gas  Co. 


elec . 
gas 


0.30 


i.eoii/ 

i.ooi!:/ 

0.22 


11-7-75 
11-7-75 

1-1-76* 


New  Mexico  Public  Service  Commission 

El  Paso  Electric  Company      elec, 

DO  » 

Public  Service  Company  of 

New  Mexico 


0.55 


12/ 


0.7lH/ 


N/R 
N/R 


New  York  State  Public  Service 
Commission 

Freeport,  Village  of         elec, 

DO 
Jamestown,  City  of 
New  York  State  Electric 

and  Gas  Corp . 

DO 

DO 

DO 
Niagara  Mohawk  Power  Corp . 

DO 

DO 

DO 

DO  gas 

Orange  and  Rockland  Utilities, 

Inc.  elec. 

DO 
Sherrill-Kenwood  Power  and 

Light  Corp.  elec. 

DO 
Central  Hudson  Gas  and 

Electric  Corp,  .   " 

Brooklyn  Union  Gas  Company    gas 

DO 
Columbia  Gas  of  New  York 
Corning  Natural  Gas  Corp. 

DO 
Long  Island  Lighting  Co. 

DO 
Pavilion  Natural  Gas  Co. 
Pennsylvania  &  Southern 

Gas  Co. 
Southern  Tier  Gas  Corp. 
Syracuse  Suburban  Gas  Co. 


1.5 

O.lOf 

0.10 


14/ 


0.0312/ 

0.3111/ 
0.001411/  11/ 
0.016611/  11/ 
0.090511/ 
0.5011/ 
0.010911/  11/ 
0.061211/  11/ 


0,60 
0.03^ 


17/ 


0.0903 
0.61 

0.04211/ 


1.0 


6.00l/ 

7.00ll/ 

5.80 

3.067 

2.9491Z/ 

I.60I/ 

1.1011/ 

1.66 

4.00 
4.00 
4.50 


2-1-75 
8-1-75 
3-20-75 

10-21-75 

10-21-75 

12-1-75 

12-1-75 

3-11-75 

3-11-75 

3-31-75 

3-31-75 

3-11-75 

9-9-75 
11-1-75 

1-1-75 
5-1-75 

1-15-75 

10-29-75 

10-29-75 

12-1-75 

4-17-75 

4-17-75 

9-11-75 

9-11-75 

11-15-75 

5-1-75 

5-1-75 
11-1-75 
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APPENDIX  TABLE  B  -  VIII  -  continued 


Fuel  Clause  Adjustments  Included  In  Basic  Rates  In  1975 


State  Commission 

and  Company  Type 

North  Carolina  Utilities  Commission 


Electric 
Roll-Ins 
(c/kwh) 

187 


Natural  Gas 

Roll-Ins 

(c/therm) 

18/ 


Date 


North  Dakota  Public  Service 
Commission 

Montana-Dakota  Utilities  Co.   elec. 


DO 
Otter  Tail  Power  Company 
Northern  States  Power  Co. 

Oregon  Public  Utility  Commission 

South  Carolina  Public  Service 
Commission 


gas 
elec . 


0.105 

0.16 
0.168 

N/A 


N/R 


0.16 

N/A 
N/R 


8-75 
1-75 

8-75 
8-75 


South  Dakota  Public  Utilities 
Commission 

Utah  Public  Service  Commission 

Virginia  State  Corporation  Commission 

Appalachian  Power  Company     elec. 
Virginia  Electric  &  Power 

Company  " 

Portsmouth  Gas  Company        gas 
Suffolk  Gas  Company  " 

Washington  Utilities  and  Trans- 
portation Commission 

West  Virginia  Public  Service  Commission 

Appalachian  Power  elec. 

Black  Diamond  Power  Co. 
Chesapeake  Light  &  Water  Co. 
Craig-Botetourt  Electric 

Cooperative 
Elk  Power  Company 
Elkhorn  Public  Service  Co. 
Harrison  Rural  Electric 

Association 
Kimball  Light  &  Water  Co. 
Monongahela  Power  Co. 
New  Martinsville  Municipal 

Electric 

DO 
City  of  Philippi  Electric 


N/R 
N/A 

0.85475 
0.967ii/ 

N/A 


N/R 
N/A 


0.01935 
0.02206 


N/A 


0.98 
0.81225 

0.74 

0.951 
1.071 
0.96915 

0.70 

1.071 

0.801 -0.87820/ 

0.94 
0.83 
0.7 


5-9-75 

10-2-75 

2-1-75 

1-13-75 


pending 

4-1-75 

pending 

4-1-75 
4-1-75 
4-1-75 

4-1-75 
4-1-75 
4-1-75 

4-1-75 

9-75 

4-1-75 
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APPENDIX  TABLE  B  -  VIII  -  continued 
Fuel  Clause  Adjustments  Included  In  Basic  Rates  In  1975 


State  Commission 
and  Company 


Type 


West  Virginia  Public  Service 
Commission  (cont.) 

Potomac  Edison  Company 
Preston  County  Coke 
Preston  County  Light  &  Power 
Shenandoah  Valley  Electric 

Coop . 
Standard  Utility  Service  Corp. 
Union  Power  Company 
United  Light  &  Power  Company 
Virginia  Electric  &  Power  Co. 
War  Light  &  Power  Company 
Wheeling  Electric  Company 

Wisconsin  Public  Service  Commission 

Wyoming  Public  Service  Commission 


elec, 


Electric 
Roll-Ins 
(C/kwh) 


Natural  Gas 

Roll-Ins 

(p/therm) 


Date 


0.747-0.807 

2J_/ 

4-1-75 

0.908 

pending 

1.043 

pending 

0.970 

4-1-75 

0.76 

pending 

0.81225   . 
0.83662—' 

• 

pending 

pending 

0.981 

4-1-75 

0.8366Z2-2-/ 

4-1-75 

0.82 

pending 

N/R 

N/A 

N/R 
N/A 
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APPENDIX  TABLE  B  -  VIII  -  continued 
FOOTNOTES 

N/R   No  response 

N/A   Not  applicable 

*     Reported  for  years  other  than  1975. 

\J  Report  that  "all  FAC  s  have  been  folded  into  basic  rates  at  the 

end  of  the  test  year  involved." 

2/    When  Colorado-Ute  Electric  Association  which  sells  electricity 
wholesale,  folded  in  the  FAC,  the  following  utilities  waited 
30  days  to  several  months  for  the  Commission  to  approve  a 
general  rate  increase  or  a  passion  rate  increase:   Delta- 
Montrose  Electric  Association;  Grand  Valley  Rural  Power  Lines; 
Holy  Cross  Electric  Association;  San  Luis  Valley  Rural  Electric; 
San  Miguel  Power  Association;  Southeast  Colorado  Power;  White 
River  Electric  Association. 

3/    Firm  gas. 

kj  Total  dollars  for  FAC  fold-ins  given  as: 

Gasco,  Inc.  -  $184,670  on  1-8-75 
Gasco,  Inc.  -  $946,876  on  11-1-75 
Kauai  Electric  Co.  -  $436,177  on  12-11-75 

5/    Various  gas  roll-ins  for  rates  50,52,54,  and  58,  respectively. 

6/    Farm  tap . 

T]  Town  division. 

8/    Applies  to  increase  in  base  after  January  23,  1975;  but  prior 

to  that  date,  FAC  was  based  on  fossil  fuel  costs  and  after  that 
date,  on  fossil  and  nuclear  fuel  costs. 

9/    Commercial  and  industrial  rates  only. 

10/    For  rate  schedules  RSG,  GSG,  LVG ,  and  HSG . 

11/   For  rate  schedules  ISG  and  OPG. 

12/   Residential  rates. 

13/   Industrial  rates. 

14/   Represents  amortized  portion  of  FAC  roll-in.   The  amortization 

period  is  generally  three  years,  except  for  Village  of  Freeport, 
wherein  the  period  is  two  years. 

15/   Non-residential  rates;  average  roll-in. 

16/   Interruptible  gas. 

17/   Resale. 

18/   Automatic  fuel  adjustment  clauses  were  eliminated  on  September 
1,  1975  by  the  N.C.  General  Assembly. 

19/   VEPCO  also  has  a  surcharge  of  0.0434  per  kwh  for  4  years  to 
represent  the  amortized  portion  of  FAC  roll-in. 

20/    Varies  for  8  rate  schedules. 

21/   Varies  for  10  rate  schedules. 

22/    Rounded. 
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APPENDIX  TABLE  B-IX 

FOOTNOTES 
(  )  Indicates  negative. 
1/     Represents  two  fold-ins  of  2  mills  and  1.9  mills  over  the  year. 

2/   Increase  in  base  after  January  23,  1975.   Prior  to  that  date,  FAC 
based  on  fossil  fuel  costs;  after  that  date,  on  fossil  and  nuclear 
fuel  costs. 

3/  Commercial  and  industrial  rates  only. 

4/  Excludes  amortized  portion  of  FAC  roll-ins. 

5/  For  residential  rates. 

6/  For  non-residential  rates 

7/  Sum  of  roll- ins  in  January  and  May  1975. 

8/  Not  included  is  a  VEPCO  surcharge  of  0.043c  per  kwh  for  4  years  to 
represent  the  amortized  portion  of  FAC  roll-ins. 

9/  Applies  to  most  schedules;  1.0c  per  therm'  was  folded  in  for  other 
schedules. 

10/   Firm  gas  sales,  only. 

11/   Interruptible  gas  sales. 

12/   Gas  for  resale. 

Source:   Commission  responses  to  questionnaire,  1975. 
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APPENDIX  TABLE  B-X 
COMMISSION  COMMENTS  ON  FAC  ACCURACY  AND/OR  RESPONSES  TO  CRITICISMS 

OF  FAC  OPERATIONS 

Arizona  Corporation  Commission: 

A  program  of  auditing  has  been  instituted  to  insure  the  accuracy 
of  fuel  costs. 
California  Public  Utilities  Commission: 

Commission  issued  Order  Instituting  Investigation  of  FACs,  Case 
9886,  in  which  hearings  were  held  and  briefs  submitted  in  December  1975. 
A  decision  was  pending  as  of  March  2,  1976.   In  decision  No.  84902 
(a  rate  increase),  September  16,  1975,  Commissioner  Leonard  Ross 
stated  that  California  utilities  over  collected  $321  million  beyond 
their  present  fuel  expenses. 
Colorado  Public  Utilities  Commission: 

Monthly  review  of  the  fossil  fuel  costs  of  utilities  which  have 
automatic  fuel  adjustments.   For  the  largest  utility  in  the  state, 
Public  Service  Company  of  Colorado,  the  FAC  is  no  longer  completely 
automatic.   Affirmative  action  of  the  Commission  (through  a  general 
rate  increase  or  by  application  of  the  company)  is  required  before 
the  FAC  rate  can  be  increased,  but  downward  adjustments  are  required 
to  occur  automatically. 
Florida  Public  Service  Commission: 

Based  on  a  Commission  order,  hearings  were  held  in  the  Fall  1974 
and  Spring  1975  to  investigate  fuel  adjustment  clauses  of  investor-owned 
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utilities  (see  Order  No.  6351,  issued  November  26,  1974).   The 

Commission  reaffirmed  the  use  of  a  FAC  formula  originally  established 

in  1960,  but  motif ied  it  by:   limiting  the  fuel  cost  to  the  delivered 

cost  plus  transportation  charges;  including  energy  costs  of  purchased 

power;  and  modifing  the  tax  multiplier  portion  of  the  clause  to  include 

regulatory  trust  fund  taxes  and  to  exclude  municiple  franchise  taxes. 

Public  notice  and  hearings  are  required  before  changes  in  the  level 

of  utility's  fuel  adjustment  is  allowed.   Monthly  hearings  are  required 

to  verify  the  mechanics  of  the  charge,  and  quarterly  hearings,  to  conduct 

a  comprehensive  audit  of  a  company's   fuel  expenses  and  related 

data. 

Georgia  Public  Service  Commission: 

Current  audits  of  the  utilities'  fuel  accounts  now  underway. 
Hawaii  Public  Utilities  Commission: 

Requires  complete  documentation  of  all  fuel  increase  including 
statement  from  the  fuel  supplier  as  well  as  all  calculations  made 
in  arriving  at  the  final  fuel  adjustment. 
Illinois  Commerce  Commission: 

Utilities'  computations  for  electric  fuel  adjustments  are  filed  each 
month  and  are  reviewed  by  Commission's  Electric  Section.   For  gas,  the 
utility  is  required  to  file  new  Purchased  Gas  Adjustments  each  time  the 
cost  of  gas  to  the  utility   increases  or  decreases.   The  PGA  provisions 
allow  for  the  pass-on  of  refunds  received  from  pipeline  suppliers. 
The  filing  includes  detailed  calculations  of  the  change,  and  the 
authority  for  and  impact  of  the  change.   The  calculations  are  reviewed 
by  the  Gas  Section  which  verifies  the  calculations  by  inspection  of 
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interstate  pipeline  supplier  rates  and  refunds,  which  are  subject 

to  FPC  jurisdiction. 

Indiana  Public  Service  Commission: 

As  a  result  of  many  questions  concerning  the  fuel  adjustment 
clause,  revxew  0f  j-j^  practice  was  undertaken  by  the  Commission  in 
response  to  a  petition  of  the  Public  Counselor  of  Indiana.   The 
Commission  order  emerging  from  the  review:   described  a  formula  to 
be  used  by  generating  utilities  for  defining  and  calculating  the 
FAC,  including  primary  and  purchased  fuel  costs  and  taxes  associated 
with  fuel  costs;  required  the  filing  of  an  application  for  a  change 
in  FAC;  required  conformance  of  all  generating  utilities  FACs  to  the 
order's  provisions;  limited  the  increases  in  FAC  adjustments  for 
larger  use  residential  customers  under  special  circumstances;  and 
required  that  separate  calculations  of  FAC  be  removed  from  the  face 
of  the  customer's  bill  and  instead  notify  the  customer  at  least  every 
three  months  of  any  changes  in  fuel  costs. 

Kansas  State  Corporation  Commission: 

Commission  approval  required  for  any  change  in  FACs  above  or 
below  base.   Utilities  file  with  the  Commission  proposed  changes, 
expresed  in  cents  per  kwh,  30  days  prior  to  the  billing.   All  classes 
of  customers  now  have  FACs,  but  only  in  the  last  year  or  two  have  FACs 
been  applied  to  residential  customers. 
Louisiana  Public  Service  Commission: 

Utilities  under  Commission  jurisdiction  must  submit  fuel  adjustments 
along  with  all  fuel  invoices  at  monthly  hearings  prior  to  FAC  application, 
Commission  supplies  written  approval  before  FAC  is  collected. 
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Maine  Public  Utilities  Commission; 

Through  enactment  of  Chapter  489,  P.L.,  1975,  "An  Act  to  Prohibit 
the  Arbitrary  Imposition  of  Certain  Fuel  Charges  by  Electric  Power 
Utilities,"  the  Maine  legislature  required  the  Public  Utilities 
Commission  to  report  to  it  by  December  1975  on  investigations  and  exami- 
nations of  fuel  charges  by  utilities  levied  in  the  state  since 
January  1973.    The  Commission  reported  that  it  has  reviewed,  on  a 
monthly  basis,  and  approved  the  formula  for  fuel  cost  adjustments 
for  all  utilities  in  the  state.   Although  the  Commission  has  not 
conducted  field  audits  of  the  FACs,  the  utilities'  earnings  indicate 
that  there  has  been  no  abuse  of  the  FAC.   Commission  review  of  FACs 
are  not  full  scale  audit  investigations,  but  do  compare  the  utilities' 
figures  with  prevailing  fuel  costs  and  check  the  mathematical  calculations. 
Michigan  Public  Service  Commission; 

The  Commission  staff  recently  completed  an  investigation  of  the 
acquistion  practices  and  the  application  of  FACs.   Staff  found,  first, 
that  audits  of  fuel  procurements,  contracts  and  costs  should  be 
improved  and  expanded.   Staff  secondly  recommended  that  utilities' 
costing  practices  should  be  amended  to  improve  the  FAC  accuracy  in 
matching  revenues  with  actual  incurred  fuel  expenses.   Also,  staff 
recommended  more  complete  documentation  of  management's   fuel  procurement 
decisions  as  well  as  several  additional  reporting  requirements  concerning 
fuel  costs  and  FAC  revenues.   Finally,  staff  instituted  several  provisions 
or  procedures  to  create  incentives  for  economic  purchases  of  fuel  and 
adequate  justification  of  utility  managements'  decisions  on  fuel 
procurement  and  FAC  operation. 
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Mississippi  Public  Service  Commission: 

Since  September  1973,  electric  utilities  have  been  ordered  to 
submit  to  the  Commission  "all  fuel  cost  adjustment  calculations"  each 
month  prior  to  billing  for  verification  by  the  Chief  Accountant 
of  the  Commission.   Further,  the  submission  must  include  proof  of  the 
actual  fuel  costs,  and  changes  in  rates  can  be  made  only  after  verifi- 
cation by  the  Chief  Accountant. 
Montana  Public  Service  Commission; 

Commission  periodically  examines  "Montana  Power  Company  data  to 
insure  accuracy  and  validity." 
Nevada  Public  Service  Commission: 

FACs  not  allowed  for  residential  customers,  thus  fuel  costs  are 
recovered  through  normal  rate  requests.   Commission  did  not  respond 
to  the  question  of  the  verification  of  the  accuracy  of  those  FACs  which 
are  in  operation. 
New  Hampshire  Public  Utilities  Commission: 

Accounting  firm  audited  the  Public  Service  Company  of  New  Hampshire's 
fuel  surcharge  in  1975.   On  a  regular  basis,  Staff  receives  monthly 
filing  prior  to  the  effective  date  of  surcharge. 
New  Jersey  Public  Utility  Commission: 

Within  the  last  12  months,  Commission  has  received  numerous  customer 
complaints  regarding  FACs,  Raw  Materials  Clauses  and/or  Gas  Purchase 
Clauses.   Commission  hired  a  private  management  consulting  firm  to 
review  the  fuel  purchasing  practices  and  policies  of  the  four  major 
electric  utilities  in  the  state  for  the  period  January  1973  through 
June  1974.   The  report, of  February  23,  1975,  indicated  that  the  utilities 
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had  exercised  prudent  judgement  in  the  purchasing  and  use  of  fuel. 
The  consultants  also  reviewed  the  future  fuel  purchasing  plans  of  the 
utilities  for  1975  through  1984  and  concluded  that  the  plans  appeared 
sound.   Staff  reviews  for  accuracy  each  utility's  adjustment  filing 
before  any   change  is  effected. 
New  Mexico  Public  Service  Commission: 

Staff  checks  monthly  report  filed  by  each  utility.   At  the  end  of 
each  calander  year,  a  "reconciliation"  must  be  filed  and  verified. 
New  York  State  Public  Service  Commission: 

Commission  policy  is  to  roll  into  the  base  rates  as  much  of  the 
prevailing  fuel  cost  adjustments  as  is  practical.   To  check  on  the 
accuracy  of  FAC  adjustments,  staff  compiles  and  maintains  current 
statistical  data  on  fuel  prices  paid  by  utilities  in  the  state  and 
analyzes  monthly  computations  by  utilities  of  average  fuel  costs  and 
charges.   On  at  least  an  annual  basis,  invoices  and  other  purchase 
records  of  the  utilities  are  reviewed  for  accuracy.   Commission  requires 
that  utilities  compute  the  fuel  costs  to  include  changes  in  efficiency 
of  the  generating  units  burning  the  fuel;  staff  engineers  monitor 
the  charges  to  determine  if  deteriorations  in  efficiency  rates  are 
the  fault  of  the  company.   Commission  does  not  hold  formal  hearings  on 
increases  in  rates  through  the  operation  of  FACs.  With  respect  to  the 
gas  adjustment  clause,  the  Commission  as  well  as  gas  utilities  in  the 
state  regularly  intervene  in  gas  pipeline  rate  requests  before  the 
FPC  to  argue  for  the  lowest  reasonable  rates  possible. 
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North  Carolina  Utilities  Commission: 

Automatic  fuel  adjustment  clauses  were  eliminated  by  legislative 
action  of  the  state  General  Assembly  on  September  1,  1975.   As  part 
of  the  statute,  public  hearings  in  rate  cases  based  solely  on  fuel 
costs  are  allowed,  and  decisions  by  the  Commission  must  be  rendered 
within  90  days  of  the  application.   Commission  also  requires  filing 
that  reflect  any  decreases  in  utilities'  fuel  costs.   Commission 
has  recommended  a  formula  expressing  fuel  costs  on  a  cents  per  kwh 
of  sales  basis  above  a  given  base  cost,  for  use  in  rate  filings. 
North  Dakota  Public  Service  Commission: 

Commission  approves  each  monthly  adjustment  by  formal  action  after 
examination  by  Staff. 
Oregan  Public  Utility  Commission: 

FACs  not  allowed. 
South  Carolina  Public  Service  Commission: 

FACs  are  audited  by  the  Commission  staff  on  a  periodic  basis. 
Utah  Public  Service  Commission: 

FACs  not  allowed. 

Virginia  State  Corporation  Commission: 

One  full  time  Staff  member  and  one  member  on  a  part  time  basis 
verify  the  accuracy  of  FAC  computations  and  implementation.   Each  month, 
Staff  also  checks  for  the  appropriateness  of  including  items  in  clauses 
and  assures  that  customers  are  accurately  billed.   Commission  requires 
monthly  reports  pertaining  to-  FACs  to  be  submitted  and  has  recently 
instituted  quarterly  hearings  on  "fuel  clause  matters"  requiring  utilities' 
representative  to  be  present  for  questioning. 
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Washington  Utilities  and  Transportation  Commission; 

FACs  not  allowed. 
West  Virginia  Public  Service  Commission: 

Electric  FACs  were  abolished  as  of  April  1,  1975,  thus  all  fuel 
costs  are  included  with  the  basic  tariffs.   As  a  result,  all  21  utilities 
in  the  state  were  subject  to  analysis  and  hearings.   Fuel  costs  are 
under  continuing  analysis,  and  fuel  purchases  are  monitored  on  a  monthly 
basis.   Special  cost  allocation  studies  are  in  progress  to  determine 
if  various  classes  of  customers  are  paying  their  "fair  share"  of 
the  costs  of  electric  service.   For  gas  utilities,  a  Fuel  Cost 
(purchased  gas)  Adjustment  has  been  available  since  July  1974.  Monthly 
reporting  requirements  include  historic  data  as  to  base  cost,  purchases 
and  sales,  other  statistics,  current  rate  schedules,  prices  and  costs. 
Information  and  filing  are  monitored  by  Commission  reviews  and  field 
inspections  of  utility  records. 
Wisconsin  Public  Service  Commission: 

As  of  September  9,  1974,  Commission  requires  all  utilities 
to  file  reports  on  fuel  and  power  adjustment   changes.   Reports  include 
unit  cost,  new  and  previous  adjustments,  annual  revenue  effect  and 
number  of  customers  affected.   Electric  utilities  also  file  budget 
estimates  of  energy  costs;  detailed  explanation  and  possible  resending 
of  application  for  FAC  change  required  if  there  are  deviations  from  the 
budget  estimates.   Adjustment  clauses  for  gas  utilities  are  solely  pass 
throughs  of  FPC  approved  increases. 
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Wyoming  Public  Service  Commission: 
FACs  not  allowed. 

Source:   1975  Commission  responses  to  questionnaire, 


Jj 


ADDENDUM 

ADDITIONAL  EESPONSE 

The  following  response  to  the  survey  was  not  included  in  the 
study  prepared  by  the  Library  of  Congress  since  the  reply  from  the 
Public  Service  Commission  of  the  District  of  Columbia  was  not 
received  until  after  the  deadline. 
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COMMISSIONERS 

Ruth  Hankins-Nesbitt,  Chairperson 

H.  Mason  Neely,  Vice  Chairman 
William  R.  Strarton,  Commissioner 


PUBLIC  SERVICE  COMMISSION 
OF  THE  DISTRICT  OF  COLUMBIA 

1625   I   Street,  Northwest 

WASHINGTON,  D.  C.    20006 

(202)  727-1000 


C.  Francis  Murphy 
General  Counsel 

Linus  H.  Deeny 
Assistant  Corporation  Counsel 


STAFF 

Mary  E.  Brazelton 
Executive  Secretary 

Seymour  Manheimer 
Chief  Accountant 

Norman  B.  Belt 
Chief  Engineer 

James  F.  Whitescarver,  Jr. 
Director  of  Securities 


July  2,  1976 


Honorable  Edmund  S.  Muskie 

Chairman,  Subcommittee  on  Intergovernmental  Relations 

Honorable  Lee  Metcalf 

Chairman,  Subcommittee  on  Reports,  Accounting  and  Management 

United  States  Senate 

Washington,  D.  C.   20510 

Dear  Senators  Muskie  and  Metcalf: 

In  response  to  your  letter  of  December  18,  1975,  please  accept 
our  apologies  for  the  delay.   The  Commission  does  not  receive  the 
annual  reports  of  the  companies  involved  until  April  1,  based  on  the 
prior  calendar  year.  Also,  our  workload  has  been  such  that  an  earlier 
reply  was  impossible. 


We  trust  that  the  attached  reply  will  be  of  some  assistance  to 


you, 


MGH:gc 
Attachments 


SUBCOMMITTE"  M 

\r\}    JUL     8-M7fi 
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